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INDEPENDENT AUDITORS' REPORT

To the Officials and Members of the
Arnolds Park-Okoboji Fire and Rescue
Arnolds Park, lA 51331

Report on the Financial Statement

We have audited the accompanying statement of cash receipts, disbursements and change in
cash balance of the primary government of Arnolds Park-Okoboji Fire and Rescue
(Department), as of and for the year ended June 30, 2020, and the related notes to financial
statement.

Management's Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of the financial statement in
accordance with the cash basis of accounting described in Note 1. This includes determining
the cash basis of accounting is an acceptable basis for the preparation of the financial
statement in the circumstances. This includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of the financial statement that is
free from material misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on the financial statement based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Sfandards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statement is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statement. The procedures selected depend on the auditors'
judgment, including the assessment of the risks of material misstatement of the financial
statement, whether due to fraud or error. ln making those risk assessments, the auditor
considers internal control relevant to the Department's preparation and fair presentation of the
financial statement in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
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Department's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statement.

We believe the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Basis for Adverse Opinion on Discretely Presented Gomponent Unit

The financial statement referred to above does not include financial data for the Department's
legally separate component unit. Accounting principles for the basis of accounting described in
Note 1 require the financial data for the component unit to be reported with the financial data of
the Department unless the Department also issues financial statements for the financial
reporting entity that include the financial data for its component unit. The Department has not
issued such repoding entity financial statements. Because of this departure from accounting
principles for the basis of accounting described in Note 1, the cash basis net position, receipts,
and disbursements of the discretely presented component unit would have been reported as
$37,540, $35,448, and $73,798, respectively.

Adverse Opinion on Discretely Presented Component Unit

ln our opinion, because of the significance of the matter described in the "Basis for Adverse
Opinion on Discretely Presented Component Unit" paragraph, the financial statement referred to
above does not present fairly the financial position of the discretely presented component unit of
Arnolds Park-Okoboji Fire and Rescue as of June 30, 2020, or the change in financial position
thereof for the year then ended in accordance with the basis of accounting described in Note 1.

Unmodified Opinion

ln our opinion, the financial statement referred to above presents fairly, in all material respects,
the cash basis financial position of the primary government of Arnolds Park-Okoboji Fire and
Rescue as of June 30,2020, and the change in its cash basis financial position for the year then
ended in accordance with the basis of accounting described in Note 1.

Basis of Accounting

As described in Note 1, the financial statement was prepared on the basis of cash receipts and
disbursements, which is a basis of accounting other than accounting principles generally
accepted in the United States of America. Our opinion is not modified with respect to this
matter.
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Other Reporting Required by Government Auditing Standards

ln accordance with Government Auditing Standards, we have also issued our report dated
January 28,2021 on our consideration of Arnolds Park-Okoboji Fire and Rescue's internal
control over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering Arnolds Park-Okoboji Fire and Rescue's
internal control over financial reporting and compliance.

t J,H/^^, .Ffa^n*--r 6, t LP

January 28,2021
Spencer, lowa
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ARNOLDS PARK-OKOBOJI FIRE AND RESCUE
STATEMENT OF CASH RECEIPTS, DISBURSEMENTS, AND

CHANGE IN CASH BALANCE
FOR THE YEAR ENDED JUNE 30,2O2O

Exhibit A

$300.971
OPERATING RECEIPTS

City contributions ........

OPERATING DISBURSEMENTS:
Advertising and promotions .......
Dues and subscriptions .............
Administrative expenses ..........,
Volunteer fees and expenses ....
Training
lnsurance
Vehicle operations ..

Repairs and supplies
Communications .....
Person/protective eq ui pment

TOTAL OPERATING DISBURSEMENTS

NON.OPERATI NG RECEI PTS:
lnterest on investments .........
Grants and donations .,........
Transfer from Association .....,.

TOTAL NON-OPERATI NG RECEI PTS

CHANGE IN CASH BALANCE

CASH BALANCE - BEGINNING OF YEAR

CASH BALANCE - END OF YEAR

CASH BASIS FUND BALANCE
Unrestricted .............

2,103
312

19,786
66,867

1,329
30,563
6,966

22,931
1 1,060

162,168
324,085

EXCESS OF OPERATTNG RECETpTS OVER OPERATTNG DTSBURSEMENTS Q3.114)

308
13,447
16,967
30,722

7,608

158.111

$165219

g1_65219

See Notes to Financial Statement
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ARNOLDS PARK-OKOBOJI FIRE AND RESCUE
NOTES TO FINANCIAL STATEMENT

JUNE 30,2O2Q

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Arnolds Park-Okoboji Fire and Rescue (Department) was formed July 1 ,2011 pursuant to
the provisions of Chapter 28E of the Code of lowa. The purpose of the Department is to
provide fire protection and aid and assistance for other emergencies or disasters relating
to life or property to the units of government which are members of the Department.

Arnolds Park-Okoboji Fire and Rescue is a component unit of the City of Arnolds Park,
lowa as determined by criteria specified by the Governmental Accounting Standards
Board. The City of Arnolds Park is considered a primary government, which is a legal
entity or body politic and includes allfunds, organizations, institutions, agencies,
departments, and offices that are not legally separate. The Department is operated through
a joint Board of Directors consisting of one member from each city council of Arnolds Park
and Okoboji, and a third member appointed and approved by a majority vote of the city
councils of the municipalities.

Reporting Entity
For financial reporting purposes, Arnolds Park-Okoboji Fire and Rescue has excluded the
financial data of its component unit, Arnolds Park-Okoboji Fire and Rescue Association (a
non-profit organization). A component unit is a legally separate entity for which the
Department is financially accountable. The Governmental Accounting Standards Board has
set forth criteria to be considered in determining financial accountability. These criteria
include appointing a voting majority of an organization's governing body, and (1) the ability
of the Department to impose its will on that organization or (2) the potential for the
organization to provide specific benefits to or impose specific financial burdens on the
Department. Since the financial statement does not include the Department's component
unit, they do not purport to be prepared in conformity with the basis of accounting described
below as it relates to the exclusion of the component unit described below:

The Department participates with the Arnolds Park/Okoboji Fire and Rescue
Association, which is organized under Chapter 504 of the Code of lowa and collects,
attains, and disburses donations to the Department. Financial information for Arnolds
Park/Okoboji Fire and Rescue Association can be obtained from their administrative
offices.

Basis of Presentation
The accounts of the Department are organized as an Enterprise Fund. Enterprise Funds
are utilized to finance and account for the acquisition, operation, and maintenance of
governmental facilities and services supported by user charges.

Enterprise Funds distinguish operating receipts and disbursements from non-operating
items. Operating receipts and disbursements generally result from providing services and
producing and delivering goods in connection with an Enterprise Fund's principal ongoing
operations. All receipts and disbursements not meeting this definition are reported as non-
operating receipts and disbursements.
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ARNOLDS PARK-OKOBOJI FIRE AND RESCUE
NOTES TO FINANCIAL STATEMENT - Continued

JUNE 30,2O2O

1. SUMMARY OF SIGNIFICANT AGCOUNTING POLICIES - Continued

Basis of Accounting
Arnolds Park-Okoboji Fire and Rescue maintains its financial records on the basis of cash
receipts and disbursements and the financial statement of the Department is prepared on
that basis. The cash basis of accounting does not give effect to accounts receivable,
accounts payable, and accrued items. Accordingly, the financial statement does not
present the financial position and results of operations of the Department in accordance
with accounting principles generally accepted in the United States of America.

Subsequent Events
Subsequent events were evaluated by management up to the date of the independent
auditors' repod, which is the date the financial statement was available to be issued.

2. CASH

The Department's cash balance consists of deposits in banks at June 30,2020 which
were entirely covered by federal depository insurance or by the State Sinking Fund in
accordance with Chapter 12C of the Code of lowa. This chapter provides for additional
assessments against the depositories to insure there will be no loss of public funds.

The Department is authorized by statute to invest public funds in obligations of the United
States government, its agencies and instrumentalities; and certificates of deposit or other
evidences of deposit at federally insured depository institutions approved by the
Department.

lnterest rate risk - The Department's investment policy limits the investment of operating
funds (funds expected to be expended in the current budget year or within 15 months of
receipt) to instruments that mature within 365 days. Funds not identified as operating
funds may be invested with maturities longer than 365 days, but the maturities shall be
consistent with the needs and use of the Department.

3. RISK MANAGEMENT

The Arnolds Park-Okoboji Fire and Rescue is exposed to various risks of loss related to
torts; theft, damage to and destruction of assets; errors and omissions; injuries to
employees; and natural disasters. These risks are covered by commercial insurance. The
Department assumes liability for any deductibles and claims in excess of coverage
limitation. Settled cliams from these risks have not exceeded commercial insurance
coverage in any of the past three fiscal years.
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ARNOLDS PARK-OKOBOJI FIRE AND RESCUE
NOTES TO FINANCIAL STATEMENT - Continued

JUNE 30,2O2O

4. RISKS AND UNCERTAINTIES

At year-end, economic activity in the United States continued to experience significant
disruption resulting from uncertainty caused by the world-wide coronavirus pandemic. The
Department's management is closely monitoring its operations, liquidity, and financial
resources and is actively working to minimize the current and future impact of this
unprecedented situation. Management has concluded that while it is reasonably possible
there could be a material negative effect on the financial statements, the specific impact is
not readily determinable as of the date of these financial statements. The financial
statements do not include any adjustments that might result from the outcome of this
uncertainty.
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INDEPENDENT AUDITORS' REPORT ON
INTERNAL CONTROL OVER FINANCIAL REPORTING AND

ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
A FINANCIAL STATEMENT PERFORMED IN ACCORDANCE WITH

GOVERNMENT AU DITI NG SIANDARDS

To the Officials and Members of
Arnolds Park-Okoboji Fire and Rescue
Arnolds Park, lA 51331

We have audited in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Sfandards, issued by the Comptroller General of the United States, the financial statement of
the primary government of Arnolds Park-Okoboji Fire and Rescue (Department) as of and for
the year ended June 30, 2020, and the related notes to financial statement, and have issued our
report thereon dated January 28,2021. Our report expressed an unmodified opinion on the
primary government financial statement which was prepared on the basis of cash receipts and
disbursements, a basis of accounting other than accounting principles generally accepted in the
United States of America.

lnternal Gontrol Over Financial Reporting

ln planning and performing our audit of the financial statement, we considered Arnolds Park-
Okoboji Fire and Rescue's internal control over financial reporting (internal control) to determine
the auditing procedures appropriate in the circumstances for the purpose of expressing our
opinion on the financial statement but not for the purpose of expressing an opinion on the
effectiveness of the Department's internal control. Accordingly, we do not express an opinion
on the effectiveness of the Department's internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and, therefore, material weaknesses or
significant deficiencies may exist that were not identified. However, as described in the
accompanying Schedule of Findings, we identified deficiencies in internal control over financial
reporting we consider to be material weaknesses.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect and correct misstatements on a timely basis. A materialweakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
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possibility a material misstatement of the Department's financial statement will not be prevented
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control which is less severe than a material weakness,
yet important enough to merit attention by those charged with governance. We consider the
deficiencies described in Part I of the accompanying Schedule of Findings as items l-A-20,
l-B-20, and l-C-20 to be materialweaknesses.

Gompliance and Other Matters

As part of obtaining reasonable assurance about whether Arnolds Park-Okoboji Fire and
Rescue's financial statement is free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards. However, we noted a
certain immaterial instance of noncompliance or other matters that is described in Part ll of the
accompanying Schedule of Findings.

Comments involving statutory and other legal matters about the Department's operations for the
year ended June 30, 2020 are based exclusively on knowledge obtained from procedures
performed during our audit of the financial statement of the Department. Since our audit was
based on tests and samples, not all transactions that might have had an impact on the
comments were necessarily audited. The comments involving statutory and other legal matters
are not intended to constitute legal interpretations of those statutes.

Arnolds Park-Okoboji Fire and Rescue's Responses to Findings

The Department's responses to findings identified in our audit are described in the
accompanying Schedule of Findings. The Department's responses were not subjected to the
auditing procedures applied in the audit of the financial statement and, accordingly, we express
no opinion on them.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the result of that testing and not to provide an opinion on the effectiveness of
the Department's internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Department's
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

We would like to acknowledge the many courtesies and assistance extended to us by personnel
of Arnolds Park-Okoboji Fire and Rescue during the course of our audit. Should you have any
questions concerning any of the above matters, we shall be pleased to discuss them with you at
your convenience.

h):*.r[,-, tFgo^,.. r, (^-. I LP
January 28,2021
Spencer, lowa
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ARNOLDS PARK.OKOBOJI FIRE AND RESCUE
SCHEDULE OF FINDINGS

Part l: Findinss Related to the Financial Statement

lnternal Control Deficiencies:

l-A-20 Seoreoation of Duties

Criteria - Management is responsible for establishing and maintaining internal control
A good system of internal control provides for adequate segregation of duties so no
one individual handles a transaction from its inception to completion. ln order to
maintain proper internal control, duties should be segregated so the authorizalion,
custody, and recording of transactions are not under the control of the same
employee. This segregation of duties helps prevent losses from employee error or
dishonesty.

Condition - One individual is primarily responsible for all recordkeeping and reconciling
functions for the System. An independent person is not involved with these functions
to any significant degree.

Cause - The Department has no employees, and responsibilities assigned to
management and Board members do not provide adequate segregation of duties. We
noted that one person has primary control over receipt collection, posting, deposit
preparation, cash disbursements, and reconciling.

Effect - lnadequate segregation of duties could adversely affect the Department's
ability to prevent or detect and correct misstatements, errors, or misappropriation on a
timely basis in the normal course of performing assigned functions.

Recommendation - We realize segregation of duties is difficult with no employees.
However, the Department should review its procedures to obtain the maximum internal
control possible under the circumstances utilizing currently available representatives,
including officials.

Response - We will continue to review our procedures and implement additional
controls where possible.

Conclusion - Response accepted
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ARNOLDS PARK-OKOBOJI FIRE AND RESCUE
SCHEDULE OF FINDINGS - Continued

Part l: Findinss Related to the Financial Statement - Continued

Internal Control Deficiencles - Continued:

l-B-20 Financial Reportinq

Criteria - A deficiency in internal control over financial reporting exists when the design
or operation of a control does not allow management, in the normal course of
performing their assigned functions, to prevent, or detect and correct, misstatements of
the financial statements on a timely basis. Properly designed policies and procedures
and implementation of the policies and procedures are an integral part of ensuring the
reliability and accuracy of the Department's financial statements.

Condition - During our audit, we noted the Department does not have a system of
internal controls which includes steps to fully prepare financial statements and
disclosures that are fairly presented in conformity with the cash basis of accounting.

Cause - As is inherent in many organizations of this size, the Department has limited
available management and personnel who, while knowledgeable and skillful, have the
time to maintain the current knowledge and expertise to fully apply the cash basis of
accounting in preparing the financial statements and the related disclosures.

Effect - Management of the Department, in the normal course of performing their
assigned functions, may not be able to prevent, or detect and correct, misstatements
of the financial statements and the related disclosures on a timely basis.

Recommendation - The Department should consider obtaining additional knowledge
through reading relevant accounting literature and attending local professional
education courses.

Response - The Department will consider obtaining additional knowledge where cost
effective to help us better apply the cash basis of accounting.

Conclusion - Response accepted

12



ARNOLDS PARK-OKOBOJI FIRE AND RESCUE
SCHEDULE OF FINDINGS - Continued

Part l: Findinss Related to the Financial Statement - Continued

lnternal Gontrol Deficiencies - Continued:

l-C-20 Debit Card Use

Criteria - lnternal controls over debit card usage exist when the design or operation of
a control allows management, in the normal course of performing their assigned
functions, to prevent, or detect and correct, misuse of debit card and public funds.
Properly designed policies and procedures and implementation of the policies and
procedures are an integral part of ensuring the reliability and accuracy of the
Department's financial statement.

Condition - We noted the Department uses a debit card for numerous transactions
through their course of business. The Department has adopted a formal policy to
regulate debit cards and to establish procedures for the proper accounting of debit
card charges. However, the policy only applies to transactions over $500.

ln addition, we noted that several debit card transactions and cash withdrawals had no
supporting documentation.

Cause - The use of a debit card allows for transactions to be paid without proper
authorization and oversight by the board.

Effect - Misuse of public funds could occur which are not detected by Department
management in the normal course of performing their assigned functions,

Recommendation - The Department should strongly consider obtaining a credit card
for the Chief to use, which allows management to fulfill its responsibility for ensuring
public funds are used properly. ln addition, all transactions should be supported by
proper documentation.

Response - The Department will consider obtaining a credit card for purchases by the
Chief.

Conclusion - Response accepted

I nstances of Noncompliance:

No matters were noted
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ARNOLDS PARK-OKOBOJI FIRE AND RESCUE
SCHEDULE OF FINDINGS - Continued

Part ll: Other Findinqs Related to Statutorv Reportinq

il-A-20 Questionable Disbursements - ln accordance with Article lll, Section 31 of the lowa
Constitution and an Attorney General's opinion dated April 25, 1979, public funds may
only be spent for public benefit. We noted disbursements totaling $1,054 which we
believe may not meet the requirements of public purpose as defined by the Attorney
General's opinion dated April 25, 2017 since the public benefits to be derived have not
been documented.

Recommendation - The Department should provide supporting documentation for all
transactions for proper public purpose documentation.

Response - We will comply with this recommendation.

Conclusion - Response accepted.

ll-B-20 Travel Expense - No disbursements of money for travel expenses of spouses of
Department officials were noted.

ll-C-20 Business Transactions - No business transactions between the Department and
Department officials were noted.

ll-D-20 Board Minutes - Although the minutes generally included approval of disbursements,
we were unable to identify that all disbursements had been approved.

Recommendation - The Department should document approval of all disbursements

Response - We will prepare more detailed documentation of all disbursements being
approved.

Conclusion - Response accepted

ll-E-20 Deposits and lnvestments - No instances of non-compliance with the deposit and
investment provisions of Chapter 128 and Chapter 12C of the Code of lowa were
noted.
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